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CITY OF LODI COUNGCIL COMMUNICATION
J
(. , B
AGENDA TITLE: ALTERNATIVE 7AX APPORTIONMENT (TEETER)
MEETING DATE: October 20, 1993
PREPARED BY: Finance Director

RECOMMENDED ACTION: That the City Council adopt the attached Resolution to authorize the

San Joaquin County Auditor-Controller to apportion property tax revenues due the City of Lodi in
accordance with the provisions of the Teeter Plan.

BACKGROUND INFORMATION: On September 23, 1993, San Joaquin County notified all
local agencies in San Joaquin County that the County Board
of Supervisors would adopt an alternative property tax

apportionment method known as the "Teeter Plan” for those agencies wishing to participate in the Plan.

(See Tab A). On October 5, 1993, the County Board of Supervisors adopted the Teeter Plan at a

regularly scheduled meeting of the Board.

The County has requested from cities that wish to participate in the “Teeter Plan” a City Council
Resolution authorizing the San Joaquin County Auditor-Controller to apportion property tax revenues due
their City in accordance with the provisions of the Teeter Plan.

REASONS ADOPTING THE TEETER PLAN

The "Teeter Plan” resuits in the following benefits to the City of Lodi:
* The City will receive 100% of the current secured tax levy in the current year instead of

95% as apportioned under the current plan. The remaining 5% is apportioned to the City

of Lodi as delinquent taxes are received over the next 5 years.

The administrative effort required to track property tax collection and distribution is

reduced.

* The City will receive a ne-time catch distribution of property tax this year in the amount
of $482,000 which mitigates the impact of the State property tax "grab” over the last two
years.

REASON FOR NOT ADOPTiN .. fHE TEETER PLAN
By supporting the "Teeter Plan” the City of Lodi forfeits the right to future tax penalties in the amount

of 1 1/2% per month of delinquent property taxes due the City. This is approximately $150,000 per year

based on current delinquencies.
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THOMAS A. PETERSON recycied paper
City Manager -
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CONCLUSION

The alternative method of tax apportionment know as the "Teeter Plan” will give the City of Lodi a one-
time distribution of $482,000 in needed revenues to offset property losses due to State “grabs” of the
City’s property tax both this year and last year. For this, the City will forfeit future rights to tax
penalties on the unpaid property tax.

M o
Dixoh Flynn

Finance Director



Resolution No

RESOLUTION REQUESTING INCLUSION OF THIS CITY INTO
THE ALTERNATIVE METHOD OF PROPERTY TAX DISTRIBUTION
KNOWN AS THE TEETER PLAN

WHEREAS, State Law authorizes counties to adopt alternative procedures for the distribution of
property tax revenue, commonly known as the Teeter Plan; and

WHEREAS, the Revenue and Taxation Code Sections 4701 and 4717 allow for this alternative
method of property tax apportionment; and "

WHEREAS, this City Council has determined hat adoption of the Teeter Plan by the County of
San Joaquin and apglication. of the Teeter Plan to this City is beneficial;

NOW, THEREFORE, BE IT RESOLVED that upon approval of the Board of Supervisors of

the County of San Joaquin, the San Joaquin County Auditor-Controller is authorized to apportion property
tax revenues due this City according the provisions of the Teeter Plan.

Adopted by the City Council of the City of Lodi this 20th day of October 1993 by the following vote:

AYES: Council Members -
NOES: Council Members -
ABSENT: Counci! Members -
ABSTAIN: Council Members -

Jennifer M. Pernin
City Clerk
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COUNTY OF SAN JOAQUIN

Courthouse, Room 707
222 East Waber Avenue
Storicon, Caldornia 95202-2778
(259) 468--3211

September 23, 1993

Same letzer has been sent (0:
» City Managers

t « Superintendent of Schools
» Redevelopment Agencies i
« Special Districts not governed Iy the County Board of Supervisors ‘ :

Alternative Mcthod of Tax Apportionment (Tceter Plan)

Revenue and Toxation (R&TY Codi Sections 4701 through 4717 allow {or an olternative method ¢
of tax apportionment known as the Teeier Plon. This method allows countics to apportion 100% i
of current taxes levied (billed) to wxing ntit'es and eliminates the need w apportion deiinguent

taxes collected.

On Augaust 11, 1993, the Ceunty Board o Suyervisors conceptually approved the nnplementation
of the Teeter Plan etffecuve fiscal year 1493 92 Based on the preliminary benedit analysis pre-
pared jointy by the Auditor-Comirailer, 2 Freasurer-Tax Collector, and the County
Administraior, except for the schanl dizviicts, ivis anticipated that this plan will provide substin-
tial one--time benetits for all local tasing wotit2s. Towill also provide a consistent, predictablz cush
flow in future years.

According 10 R&T Code Section 4715, uny vgeney that is deemed not to have the Countiy G2~
sury as its legal depository must have its goveming body adopt a resolution to be included in the :
Teeter Plan. The Ceunty Auditor™ Oftiv® caust receive your agency's approved resolution os soon

as possible to allow the Sae faaguin Coouny Beard of Supervisors® approval by the October |5
deadline.

Ao informatonal recting regurdiry the Ttcics s has been scheduled to be held at the fol-
lowing time and place:

Dute: Thursday, Septeinbe- 30, 1993
Time: 8:30am.
L PR N T s Auditoncia . ) e e =
Place: Sheafl’s Auditoniw POSLIt™ brand fax transmitial memo 7571 |- orseger 3
Counthouse Bazen nt - — .
222 East Weber Avcnae SHARRIR |
Stckron, Californiz CITy LoD 1 g n e~ ot T
D"’"r/uA/\/(_ﬁ Phone #
Fax s Fax#
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Alternative Method of Tax Appeionment - Teeier Pian) September 23, 1993
Page 2

The following sttachments are incladed here to provide you additional information regarding the
Teeter Plan and its impacts to your agency. These will be discussed in detail at Thursday’s
meeung.

- Auachment A — Fact Sheet

» Atachmert B — Compari»on of Regular vs. Teeter Allocation for 1988-89 to 1992-93

« Anachment C — Projected 1993-94 Qne-Time Benefit

« Attachment D — Sample “Opt-In" Resolation
We strongly urge your atterdance as the Teeter Pizn may have significant shornt- and long—term
fiscal implications for your agency. If you have any questions before our scheduled meeting,

plcase do rot hesitate to call ime at 463-3211. o1 Adnan Van Houten, Auditor-Controller, at
468-3925, or Tom Russell, Treasurer~Tax Colivctor, at 468-2133.

\

Adrian Van Houten Thomas R. Russell

Auditor-Controller Treasurer-Tax Collector
% 3 ji‘l Air)

Mel Wingeu

County Administrator

MGW:RSL
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Attachment A

County of San Joaquin

Aiternative Method of Tax Apportionment
The “Teeter” Plan

Background/Status

In 1949, the State Legislature adopted Revenue and Taxation Code Section 4701 which
authorized the “Alternative Method of Property Tax Distribution.” This alternative
method was proposed by the Contra Costa County Auditor-Controller whose last name
was Teeter, and therefore, the method is sometimes referred to as the “Teeter” Plan. As
stated in Section 4701, “Itis . . . the nbject o this alternative procedure to accomplish a
stmpl  :ation of the tax-levying and tex—apportioning process and an increased flexi-
bility in the use of available cash resources.” This method has been used by Contra Costa
for over 40 years and is used in four other oanties {Solano, Siskiyou, El Dorado, and
Tuolumne). Many counties are now considering whether to convert to the Teeter Plan
because of the local property tex shift to schools and the one-time property tax reduction
provision of SB 742.

The basic concept of the Teeter Plan is that eaoh taxing agency receives 100% of their cur-
rent secused tax levy. The amount paid each: s sar in excess of actual collections is funded
from a Tax Resources Fund. Monies cotlectrd from delinquent secured taxes are then
added back to the Tax Resources Fund Delinijuent and redemption penaities are placed
in a Tax Loss Reserve Fund. When the resoroe rund reaches four percent of all taxes and
assessments levied for the fiscul year, znw cuvess is then available to the County General
Fund.

Currently, the County Audttor-Contreler apportions secured taxes as coliected. Since
collections are normally 55% t6 97% 0! levy, there is always a portion of secured taxes
that become delinquent. When these delinguent taxes are paid, taxes and penalties are
apportioned to the taxing agerwies. If the towes are never paid and the property is sold by
the County, taxing agercies, inciadiayg the O urty, oait at least five years to receive their
share of secured taxes.

Conversion to the Teeter Plan require agenies 1o forego their distribution of delinquent
penaities and redemption peraliies, wirrently it i-1/2% per month, on delinquent taxes
whicli they now receive under “he conven i} {regular) apportionment method. How-
ever, they would receive 100% i thenr sevuned tax levy each year, with the delinquent
and redemption penalties reverting to. the T Loss Reserve Fund.

To convert to the Teeter Plan, Sen Joaquin Coasty would be required to buy out the
existing delinquent taxes cwed o each taxing sgency. It is estimated that the buy-out of
all delinguent taxes, direct assessmerts {inctiniing Mello Roos), and penalties, at june 30,
1533 to be approximately $29.~ militon.

Page 1 0f 2
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Revenue and Taxation Code Sertion 47770 re uires that five percent of the buy-out
amount, excluding the portics perraining: *c special assessment, be deposited into the
Tax Loss Reserve Fund.

Potential Benefits:
The Teeter Plan offers the ta»ir.g ageniies 2 San Joaquin County the tollowing benefits:
® Provides a cne-time ir-rzase in proparty tax revenues to ail taxing agencies.

> Simplifies the property tax revenue est:mation and allocation process for the
agencies and the Auditor-Controller

» Stabilizes property tax rzvenues for all rezinient agencies.

Fisc implications:

The Teeter Plan has a dircat etfect on vvery sgency that receives a share of San Joaquin
County’s secured property taxes or nlaces special assessments on the tax roll. All taxing
agencies converted to the Teeter Plan would 1eceive 95% of the delinquent property
taxes plus 95% of prior years’ delinquen: 2n.d redemption penalties and 100% of current
year levy. Additionally, agencies, except schoots, would also benetit because the County

vould be buying out delinquent taxes at property ax disiribution factors not affected by
the property tax shifts for 1993-94.

For the County General Fund, the one-time increase in property taxes would be approx-
imately $8 & million. This $8.5 r:{lli. 1 vall be used to finance the required reserves to
implement the Teeter Plan. A« itionaily, 5B 742 {1993) allows counties converting to the
Teecter Plan a cne-time property skttt reduction for the excess property tax revenue that
schools receive in 1993-94 due iv the conversion. This one-time “credit” for the County
is estimated to be approximatelv $10.6 mullion.

Steps to impiementdation:

> San Joaguin County Board of Superveors must adopt a resolution converting to
the Teeter Plan by Octotor 35, 1993,

> Any taxing agency that s deemod not to have the County Treasury as its legal
depository must have :ts governung body adopt a “opt-in” resolution to be
included in the Teeter Plin

> Any modifications to the propesty tex iozation system must be implemented
prior to the first propert - taa ic ation inDecember 1993.

Gk
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GI6°ghL hzs | 8267626°62: | 1207h8n°cgs | 8170017028 | Thh 901°8T¢ 101851 14
19T Thg 'tz | nwel7ses sgs | soz7nih ces | 00h“ 0607028 | 605 The 8T | Jeinbey M
£6-2661 261661 16-0661 06-6861 68-8861

—0'G1$

+6'L1S

53

UIBIN 13{93] "SA

oA

i

D I A

va

inBay jo uosupdwo

solIn AJunooD uinbbor ups

2 oo 5D v

J

0'0es

2

@

—5228 ¢
0'62$
SRAA

L

BI0[BA PV

Auasdcid w

xR
L



County of San Joaquin
Conversion to Teeter P!an — Financial Analysis
Projected 1993-94 Secured & Delinqent Property Tax Allocation

Conventional Alfocation Methnd (Regularf Teeter Plan Allocation Method .
Cuirent Curient Unapprobonod
Secured Deinquant Total Socured Delinquent Taxes Cotlectad Total 199394
95% of Camges  {Ackai 280 Hevs Allocabon (100% of Chwges) (95% of AR) (10 Jan. = June 93 Aliocation Gain
tntty A = Dx25% B C = A+D 0 £ F G = D+EF H=G-C
County General Fund 41755.116 4776.418 46,531.534 43,952,754 9,605,619 1769838 55328.211 8,796,677
Road Dnsinets 2,529,490 15) 628 2681117 2,662,621 397,101 72411 3,132,133 451,016
Cowty Litxary 1735271 102,937 1,641,607 1,830 612 406,900 72 416 2310,127 469 520
Comotory Distcls 139,922 10,089 15¢.022 147,087 18,835 3,474 159,506 19,575
Otaniyg @ Disucts 31,412 2849 3R 33,340 LR 758 R Rab k| a {8
Citos
£ sealon 2R 877 21476 80% 932 303 660 a5 439 RICU INRE5R a8.723
Ladaop LIt o2 597,304 0,473 74,953 102,00 AR EY e
Lk 3.457.1%0 264,100 3,726,255 3632137 553,812 14,548 4,207 897 48 o
Maraca LURRAR-N] 126 576 YO LAT 186 C14 EREY 65211 2.242.504 RACHE
Sipan L1192 eI AN «. 791 708, €79.300
Stocatn 12768 28 EVERA S 20er 417 373,855 15,673,700 AN
Trocy 2,972,353 229,821 3.202.174 3,120,792 502,397 92,571 3,723,760 521,568
Hipen Muni Sower 40,939 2,704 43,643 43,004 5,617 1,000 49,711 6.068
! 2tlwep Storm Dranage 06.512 5.606 92,118 91,066 11.701 2,083 104,849 12,751
Latuop Strest Lighting 9214 600 9,814 9,699 1,222 7 11,138 1,324
Latteop Water District 47032 2.634 43,917 49,507 6.153 1,095 56,755 €839
Fue Distcts 7.487 815 354,795 7.842.710 7882016 963,710 176,825 9,027,551 1,184,841
Flood Control Districis 615.711 48544 6€5,355 649,169 83,525 15,500 743,084 82,729
Lighting Oistricts 85211 7,654 102,866 100,22% 13,286 2,451 116,959 *3.093
Marntenance Disticts 214,923 19,966 234,889 226,235 28,992 5,381 260,609 257120
IMosquito Abate Disinict 1,387,633 94.€76 1,482,510 1460877 186,755 3430 1,682,013 199,503
Raciamation Distnicts 362,176 26 821 388,997 381238 41,053 7,543 420,834 40,837
Sanitary Districls §3.0a2 4,335 57,477 55878 7,516 1.392 84784 7.3¢6
Lockolord Comnuinity Sarvice 52670 3,921 56,592 55443 7.116 1,320 63,679 7287
‘Wauw Consssvation Distncts 400,107 26,523 426,630 421,165 51,289 9.253 481,707 55,078
Iriigaton Disticts 1517.31 112.037 1.829 348 1,597,169 207,787 38,372 1,843,328 213,980
Stockton MetoTransit 408,628 40,113 448 741 430,135 55,832 10,401 496,363 47,627
County Service Aroas 91,699 8,197 97,895 96,525 22,734 4,111 123,971 25475
Redavelopment Agencies 5,970,031 342,727 6,312,758 6,284,243 687,854 107,884 7.079.98% 767,223

September 23, 1003
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Attachment D

Resolution of the City Councilof ___
Resolution 93— —

Resclution Requesting Inclusion of this City into
The Alternative Method of Property Tax Distribution
Known As The Teeter Plan

WHEREAS., State Law avthorizes counties to adopt an alternative procedure for the distri-

bution of property tax revenue. commonly known as the Teeter Plan; and

WHEREAS, Revenue and Iaxasan Code Scections 4701 through 4717 allow for this alter-

native method of propeny tax appertionment; and

YHEREAS, this City Ceuncit has deiennincd that adoption of the Tecter Plan by the

County of San Joaquin and apphication of the Tecter Plan to this City would be beneficial;

NOW, THEREFORE. BF IT RESOLVED that v on the approval of the Board of Supervi-
sors of the County of San Joaquin. the Sun Joaguin Ceunty Auditor-Controller is authorized to

apportion propernty tax reveaues due this City according (o the provisjons of the Teeter Plan,

N1 s At R oy e s i
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Attachment D

Resolution of the Board of Directors of

Resolution 93—

Resolution Requesting Inciusion of this District into
The Alternative Method of Property Tax Distribution
Known As The Teeter Plan

WHEREAS, State Law acthorizes countes Lo adopt an alternative procedure for the distri-

butien of property tax revenue, commonly knowa us the Teeter Plan; and

WHEREAS, Revenue and Taxueon Code Sections 4701 through 4717 allow for this aiter-

native method of property tax apporiomneat; and

WHEREAS, this Board 7 Direciors has determined that adoption of the Teeter Plan by

the County of San Joayuin and zpplicaticn of the Teeter Plan to this District would be beneficial;

NOW, THEREFORE, EE IT RESULVED that upon the approvai of the Board of Supervi-
sors of the County of San Joaguin, the San Ioagain County Auditor—Contreller is authorized to

apponiion property 1ax revenues ¢ue this Disirict ac cording to the provisions of the Teeter Plan,

-~ w
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8. INFORMAT] . Local Government ann\ SB 742 (Senate Committee
on Budeet and Fiscal Review). Teeter Plan. Signed by
Governor,

In 1993-94, many counties in the state will be implementing a different property tax
allocation procedure in 1993-94 known as the "Teeter Plan”™.  First cnacted in 1949, the
"Teeter Plan” provides an alternative way to handle the allocation of revenues attributable
to delinquent property taxes. Counties may, but are not required to, use the Teeter Plan.
Prior to 1993-94, five counties (Contra Costa, El Dorado, Modoc, Siskiyou and Solano)
implemented the Teeter Plan. Counties may adopt the Teeter Plan, after a public hearing,
by resolution of the board of supervisors. The plan will thereafter remain in effect unless
(1) the board orders its discontinuance or (2) a petition is filed with the board by not less
than two-thirds of the participating revenue districts in the county for its discontinuance.

Signed by the Governor on July 19, 1993, SB 742 extends the date by which counties must
pass an ordinance enacting the Teeter Plan from July 15 to October 15 for the 1993-94 fiscal
ycar. In addition, SB 742 allows counties adopting the Tecter Plan for the first time this
year to reduce their 1993-94 property tax shift pursuant to SB 1135 by an amount equal to
the net property tax revenues reccived by school districts in 1993-94 autributable to the
Teeter Plan.

Counties electing to operate under the Teeter Plan allocate property taxes to jurisdictions
based on the total amount of property taxes levied, not the amount collected. At the time
the county adopts the Teeter Plan, the county must forward to each local agency deiinquent
property taxes from prior fiscal years. In each county that adopts the Teeter Plan for the
first time in 1993-94, the cities and all other taxing agencies will receive a lump sum
payment of all prior delinquencies.

For counties not operating under the Teeter Plan, interest and penalty is allocated to all
local agencies based on their pro rata share of the delinquent property tax. However, the
county does retzin the penalty on delinquent property taxes if the delinquency is cleared up
within the same fiscal year. By adopting the Tecter Plan counties are allowed to retain the
interest and penalty on delinquent property taxes in exchange for advancing the full property
tax payment to other jurisdictions. Given the current spread between the rate at which
counties can borrow funds to finance the revenues they advance to other jurisdictions, and
the interest rate of 18% and the 10% pcnalty charged on delinquent taxes, some counties
believe they can profit from adoption of the Teeter Plan.

Cther counties have estimated that except for the one-time reduction in their property tax
shift in 1993-94, allocating property taxes pursuant to the Teeter Plan is a revenue loss for
counties over the next ten years. In fact, the only significant change to the Teeter Plan in
SB 742 is the one-time reduction in the property tax transfer. When evaluating the Teeter
Plan, cities must consider the property tax delinquency rate in their jurisdiction, the level
of recoverable delinquencies and their estimation of inflation and the cost of borrowing
money over the next ten to twenty years. (Referred to previously in Bulletin #28-1993.)

4 October 1, 1993
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